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To the shareholders 


Profit 

Consolidated net income of your Com- 
pany after taxes and including extra- 
ordinary items for the year under review 
was $928,562, an increase of 56% over 
the prior year’s comparable figure. 
Income before extraordinary items was 
$580,059, an increase of 16% over 1970. 
On the average number of shares out- 
standing during the year, earnings before 
extraordinary items were $1.10 per share 
in 1971 compared to $0.99 in 1970, and 
net income per share rose to $1.76 

from $1.17. 


Capital Stock 

During the year employee stock options 
covering 25,000 shares were exercised 
for $100,000. In addition, a $500,000 
note payable to the Company’s parent, 
Danmont Corporation, was discharged 
by the issue of 47,619 MSN shares, at 
$10.50 per share. Thus, at year end, the 
Company had 582,214 shares outstand- 
ing, with a book value per share of 
$13.45, compared with $12.77 at prior 
year end on the 509,595 shares then 
outstanding. 


Operations 

Total consolidated sales at $25,263,009 
were up fractionally over the volume 
achieved in the prior year, despite the 
loss of volume arising from the sale of 
Dorval Diesel on June 15, 1971. Sales 
from continuing operations gained from 
$20,854,441 to $23,384,355. Sales and 
earnings of Dorval Diesel to the date of 
sale are included in operating results for 
the year. 


The Mussens companies had a satis- 
factory year, with increased sales and 
revenues. Branch contributions improved, 
particularly at Quebec City and Ottawa. 
A higher volume of business at Lachine 
branch was offset by increased expenses 
although its contribution was somewhat 
larger than its budgeted target. 


Total sales at Ontario Equipment were 
below those of the prior year, although 
operating revenue was substantially un- 


changed. Total operating expenses were 
reduced, and as a consequence, net 
income was improved. 


Colborne Acceptance Limited statements 
are shown separately in this report. Net 
income after taxes of $58,754 was up 12% 
over the income of the previous year. 


Development work by Hovermarine 
Canada Limited on its Sandpiper sports 
hovercraft project is suspended and 
present efforts are confined to exploring 
efficient distribution methods before 
more work is done. 


Financial 

During the year under review, a total of 
$230,000 of the Company’s debentures 
were purchased and lodged with the 
trustee for cancellation to meet sinking 
fund requirements. These were acquired 
at prices which yielded the Company a 
discount advantage totalling $14,550. 
On February 1, 1972 the Series A 
Debentures matured, and the $130,000 
then outstanding has been fully paid. 


On June 15, 1971, the Company sold 
Dorval Diesel Ltd. for cash. The gain 
realized on the sale is included in the 
income statement as an extraordinary 
item. 


Your Company acquired, on October 5, 
1971, 198,000 shares of The Jaeger 
Machine Company, an old-line manu- 
facturer of construction equipment with 
its principal facilities at Columbus, Ohio 
and St. Thomas, Ontario, from Dan- 
mont Corporation at a cost equal to 
Danmont’s cost. As noted above, 
$500,000 of this cost was satisfied by the 
issue of MSN shares. The balance of the 
transaction was paid in cash and by the 
assumption of a note. 


In 1971, Hovermarine Canada Limited 
amortized $60,000 of its development 
costs in the Sandpiper project. 


Properties 
During the year the Company acquired 


the land and buildings at Sept Iles, 
Quebec which previously were leased 
with an option to purchase. This facility 
was constructed to the Company’s 
design and specifications and is a 

very suitable addition to our fixed 
assets. 


A new branch has been opened by 
Mussens Equipment Ltd. at Matagami, 
Quebec to service customers on the 
access road work to the James Bay 
project. The facility is highly portable 
and can be largely recovered when the 
project is completed. 


The Company has written off the book 
value of its building at Churchill Falls, 
Labrador. This served as a branch of 
Mussens Equipment Ltd. during the 
construction phase of the Churchill Falls 
power development. With the comple- 
tion of the earth works portion of this 
project, the branch has been closed, and 
the property is no longer useful to the 
Company. 


Mussens Equipment’s lease of property 
in Ottawa is expiring, and the Company 
is formulating plans for alternative 
premises. 


Inventories 

Consolidated inventories at year end at 
$12,327,682 were some 9% higher than 
at December 31, 1970 in spite of the 

sale of Dorval Diesel. During 1971, 
Mussens increased its activities in rentals 
and in rentals with option to purchase. 
As a result, the consolidated book value 
of inventory designated as rental 
machinery rose 50%% to $6,826,915. This 
inventory has been valued on a con- 
servative basis, consistent with our 
regular practice. The reduction in totals 
of parts inventories and work in progress 
essentially reflects the elimination of 
Dorval Diesel. 


Industrial Relations 

Agreements with the United Automobile 
Workers covering Mussens shop per- 
sonnel at Lachine and Quebec City 


branches, and office clerical personnel at 
Lachine terminate November 8, 1973. 


The agreement with the International 
Association of Machinists covering the 
Mussens bargaining unit at the Sept Iles 
branch terminates November 30, 1972. 
Relations between the Company and the 
unions continue to be cordial and the 
Company is optimistic that they will so 
continue. 


Corporate Planning and Development 
Bucyrus-Erie Company have been pro- 
ceeding with their plans to take over 
direct marketing of their mining equip- 
ment which constituted 10% of your 
Company’s 1971 sales from continuing 
operations. Although the final date is 
still open, it is expected that the transi- 
tion will have been completed by March 
31, 1972. Considerable effort has been 
expended in the search for replacement 
of revenues that will be lost on this 
portion of the B-E franchise. A number 
of possibilities have been examined in 
detail, and certain negotiations are 
continuing. 


Following the sale of Dorval Diesel, 
Mussens Equipment has reactivated its 
own diesel engine repair and testing 
facilities. Furthermore, Mussens now 
has servicing dealer franchises covering 
Detroit Diesel, Allis-Chalmers and 
Cummins diesel engines. 


With the Company’s acquisition of the 
Jaeger shares from Danmont Corpora- 
tion, Danmont announced its intention 
to make a tender offer to the Company’s 
minority shareholders for their MSN 
shares. Details of the proposed tender 
offer are to be furnished in a few weeks 
by Danmont to MSN shareholders when 
an appropriate prospectus has been 
prepared and reviewed with all requisite 
United States and Canadian regulatory 
authorities. The Jaeger shares are held 
as an investment. Jaeger’s operations 
have been improving, and its manage- 
ment is optimistic about the continua- 
tion of this trend. Danmont and MSN 


are also exploring possible means of 
combining one or both the companies 
with Jaeger. 


Outlook 

The business of the Company was at a 
higher tempo at the beginning of 1972 
than in 1971. Booked business improved, 
particularly because of the considerably 
larger fleet of rental equipment in cus- 
tomers’ hands. Sales volume is running 
ahead of last year, and the number of 
inquiries and quotations is considerably 
above the year-ago activity. 


Major construction projects under way, 
or on the immediate horizon, include 
the James Bay project and Hydro 
Quebec’s Manic 3. Business opportu- 
nities for the Company’s Quebec opera- 
tions are therefore attractive. Construc- 
tion contract awards in Ontario have 
been running at a level some 17% above 
the year ago rate. Against this back- 
ground, your management is optimistic 
that it can continue to develop increased 
business during 1972. 


Your Directors again extend their appre- 
ciation to the members of the staff at 

all levels for their conscientious efforts 
which, as always, made possible the 
year’s results. 


On behalf of the Board of Directors, 


C. J. JACKSON 
President 


March 22, 1972. 


MSN INDUSTRIES LTD. 
and subsidiary companies 


Ten year financial summary MSN INDUSTRIES LTD. 


and subsidiary companies (1) 


1971 1970 1969 1969* .. 1968* 1967+ . 1966*  1965* 1964s sites 


December 31 December 31 wel 31 (Except for values per share all dollar amounts are stated in thousands) 


OPERATING RESULTS 


SLES nest hs chars aay 25,263 24827 21,120 30,606 32,471 35,411 39,982 30,822 26,154 22,006 
DEPTOCIAUON 8) cae iy at ee 65 96 90 166 171 173 177 163 158 151 
Intereston long-term debt ....... 233 258 204 266 269 245 244 181 113 126 
INCOMIG TAXCS ne Oa, oe en See es 628 610 325 577 500 743 527 459 310 200 
Ley (1 CL CA ery Seietee Se eT, aes ees 929 597 324 560 461 611 645 524 370 215 
Cash from operations (4)... ...2.2.~. 994 693 414 726 §32 784 822 687 528 366 
SHAREHOLDERS’ PARTICIPATION 
Shareholders’ equity. .......2.. 7,833 6,508 5,911 5,637 5,332 5,114 4706 4,211 3,830 3,541 
Dividends declared. .. 2... 1... 204 = 51 255 242 204 228 164 82 122 
Per common share (3) 
Cash from operations(4).....~. 1.88 1.36 81 1.42 1.24 1.54 1.61 1.39 1.08 15 
Earnings (7) crash hu Pye 1.76 Li? 64 1.10 90 1.20 12) 1.06 16 A4 
Dividends declared. .. 2.2... -40 oo 10 50 AMY 40 A4%, 33 16% 25 
EQUITY) tice. = © eee. Suey ee 13.45 12.77 11.60 11.06 10.46 10.03 9.24 8.53 7.82 ORs 
No. of shares outstanding (3) ...... 582,214 509,595 509,595 509,595 509,595 509,595 509,595 493,950 489,570 489,570 
No. of shareholders (5)... 2... 580 636 655 739 814 879 809 326 326 325 
BALANCE SHEET ITEMS 
INVENLONIES te ne ee enc, an ee 12,328 11,345 11,650 13833 15,989 14,964 15802 13840 11,617 9,299 
Worktne canta eo eerser ey eee 6,034 7,103 6,272 7,305 7,261 6,612 6,342 5,325 3,747 3,932 
Fixediassets: (eben Bo ual eo ee 800 1,229 1,313 1,642 1,548 1525 1,685 1,307 1,288 1,189 
IROLAIASSETS Cen ce oy Si ear eae na ee 22,238 819,058 20,424 21,671 23,774 23310 24,247 21,764 19,748 14,720 
one-term elt): ec eee 2,988 3,510 3,756 3,915 4,072 3,560 3,784 2,814 1,500 1,651 


*Fiscal year ended March 31. 


(1) The finance subsidiary is carried at cost plus 
accumulated earnings. 

(2) December 31, 1969 results are for a nine-month period 
or all companies except Ontario Equipment Limited 
which has contributed twelve months operation to 
these figures. 

(3) Calculated on the average number of shares outstanding 
during the year. Adjusted to reflect the three for one 
subdivision of shares, September 28, 1965. 

(4) Cash from operations is net profit for year plus 
depreciation. 

(5) Average number of shareholders during the year. 

(6) Long-term debt excludes amount payable within one 
year. 


(7) Includes extraordinary item of $348,503 in 1971 — 66 
cents per share; $95,000 in 1970 — 18 cents per share. 


Consolidated statement of 
income and retained earnings 


Year ended December 31, 1971 with comparative figures for 1970 


MSN INDUSTRIES LTD. 


and subsidiary companies 


1971 


1970 


Sales, including income from rentals and service and miscellaneous revenues 


Cost of sales, service, selling and general administrative expenses (note 11) 


Operatinogncomen mes ie eee cee 


Interest on long-term debt and amortization of debenture discount - — net. 


Incomesbeloteuncome tax cSue maar ie se ete el foi ie eye io ae ae ares, eat che tte 


Provision for income taxes: 


Taxes payable before reduction for losses of prior years brought forward (note 12). 


ID ClChkCG Pee Tae Pa MES open he eit te Sh ee So id al actemb an ac ys te led 4 


Income before the undernoted. 
Net income of finance subsidiary 
Minority interest in subsidiary’s loss. . . .... 


Net income before extraordinary item .. . 
Exccaordinary stems (mote 13). 2 3. Ge 6 


PRC PIMICOMED he peek 2 Pat Ne a che eh 
Retained earnings at beginning of year . ee tO a 


Deduct dividends paid . 


Retained earnings at end of year... ...... 
Earnings per share (note 14): 
Income before extraordinary item ....... 
Extraordinary item 


Net income 


Fully diluted earnings per share: 
Income before extraordinary item ...... . 
Extraordinary item 


Net income 


See accompanying notes to consolidated financial statements. 


ote sisarer ast aMal Wey Piles iol Fe!) oye. 


$25,263,009 24,827,118 
23,912,311 23,514,679 
1,350,698 1,312,439 
232,512 257,884 
1,118,186 1,054,555 
624,800 595,650 
3,200 14,350 
628,000 610,000 
490,186 444,555 
58,754 52,440 
31,119 5,367 
580,059 502,362 
348,503 95,000 
928,562 597,362 
6,077,770 5,480,408 
7,006,332 6,077,770 
203,838 s 
$ 6,802,494 6,077,770 
$1.10 99 
66 18 
$1.76 iG. 
$1.10 94 
66 8 
$1.76 1.12 


Consolidated balance sheet 


December 31, 1971 with comparative figures for 1970 


Assets 


Current assets: 
Cash cova” sees es Le SE egies ete ee 
Accounts-receivables(note: 7) Be c- 5 ee Bae ee) eels ee chr cr 
INotes receivable: (2.0182 awe eles sk rome oc eae 
Inventories: (MOtEED )iy wea ee oe ee en, eee eon eee ore eu 
Picpaid expenses. 93.0 a dese eS eee tO 


‘Fotal:current: assets 2m s...5. 8. 4. bas a. 2h th ce ee et ee ie 
Non-current portion of notes receivable... 4.5.. 6 oa so. @ Gow ce oe 2 ee 
Funds held by a trustee for debenture holders. . . . 2... 2... 2. 2 ee ee ee 
Investments: 
Investment in finance subsidiary not consolidated (note 1) ......2.2.2.2.2.2.2.. 
Sharesun Lhedaecen Machine Company, (ote:S)) ems rcm reine 
Total:investments:: <5 so. 20 a tee we ee ae pte ess for eal ae eee 
Fixed assets: (note) ee a a ee eee ee 
Other assets: 
Excess of cost of investment in consolidated subsidiaries over book value of underlying net 
assets, less amortization: (MOte Daan erties our caer eer 
Research and development COStss (2 OterO) een rete icnn terme trey tenants a 
WnamortizedidebentunediSCOunt mme ruse cierto ec netennerian iets ee er 


Sundrysinyestmentsran Grothe aSSetsirmere cummins ite taints sm a 


Total otherassets:se 0 5 oo" S20 ais Le ee ee ee ee er ee 


See accompanying notes to consolidated financial statements. 


On behalf of the Board: 
C. J. Jackson, Director. 
G. R. Duncan, Director. 


1971 1970 
$ 251,793 39,331 
3,961,172 3,695,556 
363,270 846,876 
12,327,682 11,345,158 
45,927 71,743 
16,949,844 15,998,664 
= 271,267 
44,338 304,873 
611,335 552,581 
3,243,749 
3,855,084 552,581 
800,242 1,229,166 
291,865 327,234 
169,480 233,551 
101,237 115,861 
25,692 25,035 
588,274 701,681 
$22,237,782 19,058,232 


Liabilities and shareholders’ equity 


Current liabilities: 
Bank advances (note 7). : Shes pe eg rede ae cee , 
Accounts payable and accrued expenses Serle ons eoraelees 
Accounts payable — instalment payment basis (note Dy ae Aas i: 
Income taxes payable eee a4" 13 
Other taxes payable . . ‘ 
Long-term debt due within one year 
Due to finance subsidiary. 


Total current liabilities . 


Long-term debt (note 8)... . . 

Note and interest payable to a shareholder due 1973 

Deferred income taxes 

Discount on note of a subsidiary purchased at less ‘than face value 
Minority interest in subsidiary 


Shareholders’ equity: 
Capital stock: 
Cumulative redeemable preferred shares of $50 par value per share. 
Authorized 100,000 shares. 
Common shares of no par value (note 9). 
Authorized 1,000,000 shares; issued 582,214 shares — stated value 
Retained earnings per accompanying statement (note 10) . 


Total shareholders’ equity . . 


Contingent liabilities (note 15) 


Auditors’ Report to the Shareholders 


MSN INDUSTRIES LTD. 


and subsidiary companies 


1971 


1970 


$ 2,442,661 2,689,677 
1,343,311 1,451,258 
6,349,888 3,644,456 

169,929 332,338 
205,944 211,928 
290,000 246,320 
114,458 320,166 
10,916,191 8,896,143 
2,987,500 3,509,503 
410,000 = 
5,600 27,700 
38,480 38,480 
47,287 78,406 
1,030,230 430,230 
6,802,494 6,077,770 
7,832,724 6,508,000 
$22,237,782 19,058,232 


We have examined the consolidated balance sheet of MSN Industries Ltd. and subsidiaries as of December 31, 1971 and the consolidated statements of income 
and retained earnings and source and application of funds for the year then ended. Our examination included a general review of the accounting procedures and 
such tests of accounting records and other supporting evidence as we considered necessary in the circumstances. 

In our opinion, these consolidated financial statements present fairly the financial position of the company and subsidiaries at December 31, 1971 and the 
results of their operations and the source and application of their funds for the year then ended, in accordance with generally accepted accounting principles applied 


PEAT, MARWICK, MITCHELL & CO., 


on a basis consistent with that of the preceding year. 


Montreal, Que. 
February 9, 1972. 


Chartered Accountants. 


Notes to 
consolidated financial statements 


December 31, 1971 


1. Basis of consolidation: 


The consolidated financial statements include all subsidiaries except a wholly owned finance company which is carried at equity value. 


On June 15, 1971 the company sold a subsidiary company, Dorval Diesel Ltd., for cash. The results of the operations of this company to the date 
it was sold are included in the consolidated statement of income. The sales and net income so included are $1,878,654 (1970 — $3,972,677) and $47,135 


(1970 — $185,880) respectively. The gain realized on the sale of this subsidiary is shown as an extraordinary income item. 


2. Inventories: Basis of Valuation 1971 1970 
New machines Lower of cost (specific identification) or estimated realizable values . ......... ' $ 2,359,675 2,073,398 
Rental machines : : ; 6,826,915 4,652,512 
Used machines { Estimated tealizable: values: (whichiare less thar cost)) 1 i uncle eunenisin cuss mee } 657,050 948,152 
Parts Valued at suppliers’ current list prices plus duty, less estimated dealers’ discounts and 

allowance for obsolescence and: price-increasesi a. syn) cueieensn eatin Sete 2,290,492 3,179,355 
Work in progress 05 a ee ee ee eee Ma ee ee DAMS SA Cy YG ae a Mo. Bec Gor © 193,550 491,741 
$12,327,682 11,345,158 


3. Investment in common shares of The Jaeger Machine Company: 


On October 5, 1971 the company purchased 198,000 common shares of The Jaeger Machine Company from its parent company, Danmont Corpora- 
tion. This represents approximately 257% of the issued and outstanding shares of Jaeger. At December 31, 1971 the book value of the company’s 


investment was approximately $2,600,000. 


4. Fixed assets at cost less depreciation and amortization: 1971 1970 
Buildings Se ay So wi) cle ee eee, ware Elect egal eee piger 750s ap nares et $ 558,576 805,430 
Shop-and:-officerequipment: «4-6... Ve bse: ee Sede cecntey eu vere eee ch eet atresia nome Sc at tate an eo 1,025,386 1,152,766 
Transportation: equipment: = ss. 4s 4s), Ge came] che ae st metas Me tem tcl eos cy Rate holst sur mes a ea ma 126,919 190,373 
Leaschold improvementss a1 siysissaiee veer tas cer ee cy ee) ey pe hen role) Peyiaret leucine cecil at ofits IO 143,492 143,492 

1,854,373 2,292,061 

Ieess accumulatedidepreciation and amoOrtizatlone ca. .n ee eine ee ests nro oct 1,266,727 1,306,061 
587,646 986,000 

[Cte ee a Oe ede eee eee rer oie aN Rar Ga he aan Se own OF Se OOO GL Gata GUO & 212,596 243,166 
Net fixed! assetsn” mts. a is. s, Seon tay Movie habe Some oe ret "o> emcee Matic Neceay or Niassa tan sels enna ar atc Sn $ 800,242 1,229,166 


Except for Ontario Equipment Limited, which owns approximately 22% of the fixed assets, depreciation is being computed at the following annual 


rates on a straight-line basis — 


Buildings. ssa. si su Se ees ee) Beene oye os oe role en pie wns et tere 2A, 
avejourvarelayen(coueopiootains nso W Od o p O o.6 56-5 6 6 6 oo 6 0 & 10% 
‘Lransportation Equipments. -) cae ciese einer oie cun-titcn (hte meer ae 20/257, 
Ontario Equipment Limited calculates depreciation at the following rates on a diminishing-balance basis — 
Buildings. .¢ ‘ce Seeteeeened as ee A eet odie eee eee eae 575 
Shoprandtofficeequipmenti-ae. am eiee ac eeae nen 10/207, 


Leasehold improvements are being amortized over the term of the lease. 


5. Excess of cost of investments in consolidated subsidiaries over book value of 
underlying net assets less amortization: 


This asset is being amortized on a straight-line basis over ten years beginning the year after a subsidiary was acquired. 


6. Research and development costs: 


Development expenditures on a sports hovercraft incurred by a subsidiary company, Hovermarine (Canada) Limited have totalled $431,736 on account 
of which $202,256 has been received in government research grants. The company has amortized $60,000 of its net cost in the current year. 


7. Secured loans: 


Bank loans are secured by a general assignment of accounts receivable, and a portion of the investment in The Jaeger Machine Company. 


Accounts payable — instalment payment basis are secured by certain items included in the machine inventory. 


MSN INDUSTRIES LTD. 


and subsidiary companies 


8. 


ut 


10. 


11. 


Long-term debt: 


Sinking fund debentures: 1971 1970 
GU fe ES CLICS hat ae LUC AE C DL AL Vall O12 acme ss aera POR SN eoriae eo Pacn ty Ja ae Nee Melson cabe. e car wt aes 0 ek ie tea ae $ 130,000 210,000 
Go A/a SculcSam Ss ae GUuCT CCE DCT Leto) arm stent immer en is tN aN Yara SFE her SrwenleE Ee ee a Sire io) ES gay 340,000 400,000 
Ce AES CLICS uC eeGiGr) Ula O54. can aire mete nMe sy. kee ats Ns, rdiey kobkarees aaulee eye oles tele D4 kc seem epee Veh eons 1,245,000 1,285,000 
1 fie AES OLICS ee RCC) ULV e es OOo a wtiy Me meu on teeta bi iegl lis rou enieh Ge fet ey tera. ba os) te ines bbemor ee, Guice 845,000 875,000 
ES ES CLICS pune GUC ESC D(C Deka OS mtanuseinsens yeh sacs G) el eens: te Ao eS view we lke me, ees Ms 670,000 690,000 
3,230,000 3,460,000 

Mortgages: 

SU iy MUA OCLOUC Lal iLO] Olmmns Meewie ata Mat trae tative, Suis! Suey ase ede ay oe Bsteov hee la ep ae acces co at Na’ 47,500 $7,500 
Sy AUCH OVCMMOCE HALOS S menue nia meek mien mins ttn Wr ach Ge MONA Seth eae it Me Mer ean se eR ees i 238,323 
3,277,500 3,755,823 
MCSSEAIMOUn educa ath InyONnC iy Cala me irern amen ene a mney a ed Pot Ren ater res, ae ebecci tye, SSruren eat es Paints 290,000 246,320 
$ 2,987,500 3,509,503 


Under the terms of the sinking fund debenture agreements there are general liens against all the assets of MSN Industries Ltd. and a subsidiary. In 
addition there are specific liens against the fixed assets of MSN Industries Ltd. as well as its investments in all of its subsidiaries and a portion of the 
investment in The Jaeger Machine Company. 


Capital stock (common shares ): a ans Conudersion 
OtiStandin seataDe OI NN IOV Callum mentees Pia erat Src ern cies ase Sieh as se eee Lease e? wh apy ua 509,595 $ 430,230 
Issued during the year: 
Exereisero1 options granted) to ofhicers and key.employees 2 29. 6 2 42. 6 © 6 2 5 4 uae a kw 8 Seen 25,000 100,000 
G@onversionohamotepayable tomhenpakent compatiyar. = aaciimne i Gaeiie ule) cose eel a sf ss eee 47,619 500,000 
WUtsra pth Craben Chole) Cla yee cue tre) ced nen ne Ie en Reiss dias WS on) oh cue el bockic® GMRS Le Geos, wae wl aha se 582,214 $1,030,230 


Retained earnings: 


Retained earnings in the approximate amount of $500,000 at December 31, 1971 were restricted as to the payment of dividends under the company’s 
debenture agreements. 


Expenses include: 1971 1970 
WEprLrecialon-anGamoniZallonsortxed assetSralit elie) Seisei) Guuse te ie ne caer @) iia an elvan els EO $ 64,926 96,086 
Amortization of excess of cost of investments in subsidiaries over underlying book values .......... 35,369 26,462 
Directors .emuneration:—— trom MON Industriesbtd.. 5 Ga yess bom ee ew ee ew we : 2,750 2,700 
fr GMVilisSensi a Mi pmentwotd. ote werner senses eapl case wis Pe memes te) se acycy te 3,800 3,800 

Officers’ remuneration — from MSN Industries Ltd.. ....... ek WE heer mioeee® fo. ret list- Ser CaP. Seems ve — = 
— from Mussens Equipment Ltd.. ........ Belen octane OE EN ee oa 289,282 264,992 
arom Ontano-equipment. Limited 213. a «a Gee =) 6 Sa eh eee we es 22,200 22,200 
$418,327 416,240 
INE Der OL CIRECLOTS (2, DaStidILEClONS) maw moncie cs me Ge a fal ey eel usr de ee nee ees eae 3, Seer cm ae 9 9 
INDI OOLLOL OMICeTSH (Sy PASt OMIGETS)iars ac Suns cacGs Yers ele Sh Gian Gi emebs oo) Gels. 1 Obs cm oe a a en eee 11 11 
INGiMberof onicersnwhorare directors (past officer), 4). i a) ies pe ee toe eee Se ee we sce ee 3 2 


12. Income taxes payable: 


13. 


Will be reduced as a result of a subsidiary applying losses of prior periods against current taxable income. The resulting reduction in income taxes 
payable has been shown as an extraordinary item. 


Extraordinary items: 1971 1970 
Income tax reduction resulting from the application of prior years losses against current income ....... $166,000 95,000 
GaiioncsnlecOrasupstlarva., rote eal ce cee sin) ares om ow ee en Bd es aie Se My rah (on Slt Ry, ar 212,865 o- 
Write-off the property of a branch where operations have been discontinued .... . OAR a eae ae _ (30,362) -— 


$348,503 95,000 


Notes to consolidated financial statements (cont’d) MSN INDUSTRIES LTD. 


16. 


17. 


18. 
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and subsidiary companies 


Earnings per share have been calculated on the average number of shares outstanding during the year. 


Contingent liabilities: 


The company is contingently liable for: 


Customers’ lien notes discounted. . . .. . Pe eer Be Sr ne NSA a LAs Sc $2,028,112 
Legal action — which in the opinion of legal Sou ae beeu piece bods Fale te eS APR See ee i eee 12s 240,000 
Guarantee ob finance SUbSIdlaryi Darks OATS er ates coment eer vein ero mere ego or Sie GAE Oe 800,000 

$3,068,112 


Contractual obligations: 

The company premises in Montreal are occupied under a long-term net lease to 1989, requiring annual rental payments of $110,686. Under the 
terms of this lease the company has an option to purchase the property. 

U.S. currency: 

Transactions originating in U.S. currency have been recorded at exchange rates in effect at the time of the transactions and liabilities in U.S. funds at 
December 31, 1971 have been translated to Canadian dollars at the rate of exchange at that date. 


The company has been notified that its non-exclusive franchise agreement with Bucyrus-Erie for the distribution of the latter’s mining machinery 
is to be discontinued. Sales of Bucyrus-Erie mining machinery accounted for approximately 10% of consolidated net sales for 1971. 


Consolidated statement of 
source and application of funds 


Year ended December 31, 1971 with comparative figures for 1970 


Funds provided: 


From operations: 
Net income . : 
Add depreciation, amortization and other items not affecting working capital 
Deduct gain on sale of Dorval Diesel Ltd. 


Funds provided from operations. 


Proceeds from sale of subsidiary, Dorval Diesel Ltd. . 
Decrease in non-current receivables 
Reduction in funds held by a trustee. . ar. 
Pcoceeds trom sale of fixed assets . . . « .is. « 
Capital stock options exercised : 

Working capital at date of acquisition of subsidiaries. 
Working capital deficiency of Dorval Diesel Ltd., at date of sale. 


Total funds provided. . 


Used as follows: 


Purchase of fixed assets. 
Dividends paid . 
Repayment of long-term debt . 
Increase in investment of sngonsalidated finance SWIOSOIEVAY 5c 4 5 « 
Investment in subsidiary and affiliated companies ... . 
Investment in The Jaeger Machine Company (note 3) 
Increase in research and development costs of Hovermarine (Canada) Limited. 


Manority antetest portion of loss of a‘subsidiary. . < “2-4 a 296). ss 2 es 


Total funds used 


Increase (decrease) in working capital 


See accompanying notes to consolidated financial statements. 


MSN INDUSTRIES LTD. 


and subsidiary companies 


Une $ (1,068,868) 


1971 1970 

eee $ 928,562 597,362 

eee 220,340 147,180 
(212,865) eS 

ee 936,037 744,542 
302,865 =a 

ee 271,267 535,005 
As tare 260,535 = 

ere. 16,425 31,732 
ey ie 100,000 zs 

nahn At ae 1757 
120,866 ae 

ane 2,007,995 1,313,036 

fat tae 149,403 37,640 

See 203,838 

ee 290,000 246,320 

58,754 52,440 

ec a 35,174 
hota 2,343,749 a 

coh 105,500 

ie 31,119 5,367 
me 3,076,863 482,441 

830,595 
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Balance sheet COLBORNE ACCEPTANCE LIMITED 


December 31, 1971 with comparative figures for 1970 1971 1 970 
Assets 
Oo Ren ae en ee ne ie errr Min AL mien Oar a ths ph Ls a igtis oro ded $ 15,814 79,221 
Notes and accounts receivable: 
Maturing within one year ce. ee os Sel wom, sy eS 522,830 850,592 
Maturing after onécyeary is. 2 5 eet SR Se ee ae Se Ere cae rsa em 595,260 40,403 
1,118,090 890,995 
Less deferred income: a «0 en a eet ee erred Fees ar ere cette eR 239,858 111,623 
Net receivables os sé we ce wa AL Gey a) te oa ae oem, ie heres gen Size ete Sen 878,232 779,372 
Due: from-affiliated companies <2... 0% <<. tay coo cee cee Ca ac leh ero ct Soars elt utes asters ere 114,458 320,166 
Rental fleet, at cost less depreciation: 
Automobilessand trucks yc -5 4.6 4 3) ey wm Oe se ocr as ae etal) te ottetitre) cu) Vol as erent gic sr oe ea 258,343 195,977 
Less accumulated:depreciation. 6 ..— oa ee eae toe te et ecto nemesis) ee es ns 87,788 64,244 
Net:rerital fleet ~ 22-2 % > ae ees ee ee a oe othe eyo ccm st ston 170,555 1313733 
$1,179,059 1,310,492 


Liabilities and Shareholders’ Equity 


Bank loan Gecured! by notes and accounts receivable))s 3 ec iusutes eeu rene oreo ney ere ren rnc o remnant $ 550,000 732,000 
Income taxes: payables tose SoS me Se aS a ee an ae eee ee 6,794 1S:991 
Sales: tax: payable 508 s0 Se) ce ee Sete fe Sera pee ee a ce 406 Pe 198: 
Deferred: income: takes! <2 ise) co Ge oe Ta. fa ee wp eh fon oop we ue tanya yt cman ct a een 10,524 122 


Shareholders’ Equity: 
Capital stock: 
6%, non-cumulative redeemable preferred shares of $10 par value per share. Authorized 16,450 shares. 


Common shares of no par value. Authorized 241,500 shares; issued 100,000 shares... ....... 100,000 100,000 
Retamed ecarmmss——peraccompanyin gs statement: 2 <ue.y ty saucy cieecm ciseten cei eetcun rte ones reunites tue mere $11,335 452,581 
Total:shareholders’ equity... 3) i. sce ss wets ce eee, es pee eh oy cc oe ers ne 611,335 $52,581 
$1,179,059 1,310,492 


On behalf of the Board: 
C. J. JACKSON, Director. 
G. R. Duncan, Director. 


Statement of Income and Retained Earnings 


Year ended December 31, 1971 with comparative figures for 1970 


Income: 
Interest €arned.- eh si te i es, to) ok oe we seca er oo esi Uoiahaay one nee to eo $ 118,453 128,587 
Rental reventae: as se. ss oh de a Ba iwi J eS ee eS na Toe Sc 84,734 62,763 
203,187 191,350 
Expenditure: 
Interest:on loans ssi. h5 5) ve) ek an Sat ee soso ee steerce eis inca OT Seems encore a 29,877 46,493 
Administration: Charge. 6... tee suy.s con fet ee ra ahaa ee Cac ce 1,000 1,000 
General’ expenses:and ‘bank charges... )4 4.) ci c5 see oie ie nmr cence ey Peano na er 6,120 4,839 
Depreciation: crs fo6 SOR cae te Ee eee Sm reais ec ne 55,889 44,003 
Lossonidisposalof automobiles.andiitnicksis oy cy eee eee cero ec ken ee 8,047 as 
100,933 96,410 
Income: before income: taxes: <4. jae rath sia leet oo ro Se on ne 102,254 94,940 
Provision for income taxes: 
Currently: payables =. ss a ee re emg eee ao a 42,698 39,660 
1 [-) Cou (216 eae er re aera ee eee RG Ale Ge are recor Goes iri Ge Aa acs Ge SE ce “eke a 802 2,840 
43,500 42,500 
MS Ciab 110) 6) a ie eon AE etn i dette erie Ge UE. oe GY Se do Se ce es 58,754 52,440 
Retained earnings at ‘beginning of years =. yc eee Serine aetna a 452,581 400,141 
Retained earings atiend’of years 2.) saa sya, cuca el ae cranicte crm Se me $ 511,335 452,581 


AUDITORS’ REPORT TO THE SHAREHOLDERS 
We have examined the balance sheet of Colborne Acceptance Limited as of December 31, 1971 and the statement of income and retained earnings for the year then ended. Our exam- 
ination included a general review of the accounting procedures and such tests of accounting records and other supporting evidence as we considered necessary in the circumstances. 
In our opinion, these financial statements present fairly the financial position of the company at December 31, 1971 and the results of its operations for the year then ended, in accord- 
ance with generally accepted accounting principles applied on a basis consistent with that of the preceding year. 
PEAT, MARWICK, MITCHELL & CO., 


Montreal, Que., February 9, 1972. Chartered Accountants. 
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